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Case Study Questions
Summary
Philips is a multinational company that was established in 1891. The first product that the company majored on was lighting products, as time progressed the company diversified to a number of businesses. The dominance of the company dates back to the start of the second world war. During this time the company’s organizational arrangement was based on strong national organizations that were responsible for manufacturing, marketing and sales. The lowering of tariffs in many countries caused stiff competition for the company from the new entrants. In the mid-1990s the company got a new CEO Boonstra who brought reorganization and instituted 7 global business division which had more power than the national organizations. In 2001 Kleisterlee succeeded Boonstra and reduced the global divisions to three in number. The new leadership has spearheaded the formulation of health care division which has made the company a global leader in health sector. 
Question 1. 
The company organizational structure made sense earlier on because the national organization at the moment provided a self-contained entity in each country therefore stabilizing manufacturing and sales activities in each country (Hill, 2016). The structure became a problem later on because of high operational cost and stiff competition from new entrants as a result of low trade tariffs.  



Question 2. 
Philips decision to tilt the balance of power was a result of the competitive advantage that their competitors were having. Companies like Sony and Matsushita from Japan, General Electric from the United States, and Samsung from South Korea gained a larger market share by serving the global market from a centralized production facility ("Our management - Company - About | Philips", 2019). Philips faced a problem with their new approach because the senior managers were loyal to the national organizations and always intended to protect their autonomy.  
Question 3. 
Cor Boonstra, the mid-1990s CEO was to ensure that the national organization lose the monopoly they had in the company. He did this by replacing the company’s 21 product divisions with only 7 global divisions and increasing their mandate and ensured that the national organizations reported to the global division ("Our management - Company - About | Philips", 2019). The monopoly of the national organizations had cost the company in terms of production. The CEO was doing this to get rid of their monopoly so that the incurred cost may be reduced. 
 Question 4. 
Yes, I agree with the decision to keep the divisions because it ensured a stability in the marketing and production operations of the company in different market segments in the globe. 
Question 5. 
The CEO of the company at the time was of the view that the company was not yet ready to take on the global markets and recognized three divisions namely; health care division, lighting and consumer lifestyle ("Our management - Company - About | Philips", 2019). The 7 global divisions and 21 production facilities were not economically viable therefore reducing the facility was the only appropriate approach.  
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